FEBRUARY 2019

180 S 32nd Street West, Suite 1
Billings, MT 59102
406-259-4939

The Anatomy of an Index

The S&P 500 represents a large portion of the value of the U.S. equity market

Did you know that nearly $10 trillion
in assets are benchmarked to the
Standard & Poor’s 500 Composite
Index, including about $3.5 trillion in
index assets?1
The S&P 500 is ubiquitous. It is
constantly referenced in financial
and non-financial media, and we
may compare the return of our own
investments to its performance. As
the index represents approximately
80% of the value of the U.S. equity
market (or about 80% of market
capitalization), it may be worthwhile
to gain a better understanding of its
structure and workings.1

market capitalization of $6.1 billion or more,
and have at least 250,000 of its shares
traded in each of the six months prior to
its consideration for index membership by
Standard & Poor’s. A company must also
be financially viable: the ratio of its annual
dollar value traded to its float-adjusted
market cap must be greater than 1.0.3
The S&P has changed over time.
Companies have been gradually removed
and added over the past 60-odd years.
At the benchmark’s fiftieth anniversary in
2007, just 86 of the original components
remained. Subsequent mergers and
acquisitions have reduced that number
further.3

Right now, about 20% of the weight of
the S&P is held in ten companies, and the
performance of tech shares influences the
benchmark’s return, perhaps more than any
other factor.3
The index has been altered through the
years in response to changes in the
economy. Across several decades, the
makeup of the index’s various sectors has
differed, along with their weightings. This
leads to frequent updates for the equity
funds that aim to replicate the index; in
order to maintain that replication, they
may quickly need to buy or sell shares
of corporations that are being added or
removed.3

Breaking down the benchmark. The
S&P 500, as we know it today, was
introduced in March 1957. It tracks
the market value of about 500 large
firms that are listed on the Nasdaq
Composite and the New York Stock
Exchange. The S&P is structured to
include companies from across the
sectors of the business community, in
an effort to represent the breadth of
the U.S. economy.1,2

...continued on back

There are a number of criteria a
company must meet to be considered
for inclusion in the index. A firm must
be a U.S. company publicly listed on a
major equity market exchange, have a
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Keep in mind that amounts in mutual
funds and ETFs are subject to fluctuation
in value and market risk. Shares, when
redeemed, may be worth more or less
than their original cost. Equity funds
are sold only by prospectus, so please
consider their charges, risks, expenses,
and investment objectives carefully
before investing. A prospectus containing
this and other information about the
investment company can be obtained
from your financial professional. Read
it carefully before you invest or send
money.

It should also be noted that investors
cannot invest directly in an index. Also,
index performance is not indicative of
the past performance of a particular
investment, and past performance does
not guarantee future results. Investment
choices designed to replicate any index
may not perfectly track it, and their
returns will be reduced by fees and
expenses.

This material was prepared by MarketingPro, Inc., and does not necessarily
represent the views of the presenting party, nor their affiliates. This
information has been derived from sources believed to be accurate. Please
note - investing involves risk, and past performance is no guarantee of
future results. The publisher is not engaged in rendering legal, accounting or
other professional services. If assistance is needed, the reader is advised to
engage the services of a competent professional. This information should not
be construed as investment, tax or legal advice and may not be relied on for
the purpose of avoiding any Federal tax penalty. This is neither a solicitation
nor recommendation to purchase or sell any investment or insurance product
or service, and should not be relied upon as such. All indices are unmanaged
and are not illustrative of any particular investment.
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